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PANAMA: KEY ECONOMIC INDICATORS 


(All values in $ million, except as noted; exchange rate: US$1.00 = 1 Balboa) 


1986 1987 
Domestic Economy 
Population (millions) 2.23 2.24 
GDP (current prices) 5, ¥21.2 5,193.1 
GDP (constant 1970 prices) 2,067.4 2, 12923 
Real GDP Growth (%) 2:9 4 
GDP per capita (current $) 2,253.0 2,287.7 
Consumer Prices (% change) -0.1 oO 
Wholesale Prices (% change) -16.0 Sa 


Production and Employment 
Labor Force (1,000’s) 719.0 770.5 
Unemployment (%) 10.2 11.6 
Industrial Production Index (1981=100) 102.8 104.0 


Bal 

Exports (f.0.b.) 326.8 339.0 
U.S. Share 2172 218.2 

Imports (c.i.f.) 1,275.2 1,223.1 
U.S. Share 439.3 417.2 

Principal Exports (f.o0.b.): 
Bananas 69.9 85.7 
Shrimp 68.0 64.9 
Coffee 30.5 17.9 
Sugar 20.1 16.9 
Clothing 14.3 12.9 
Petroleum Products 38.1 47.6 
Fish Meal and Oil 3.8 7.4 

Colon Free Zone Trade Volume 4,197.2 4,329.5 


U.S. Exports to Panama (including CFZ) 708.5 741.6 
U.S. Imports from Panama (including CFZ) 412.1 402.3 


Domestic Credit Outstanding 4,189.0 4,481 
Domestic Debt Outstanding (end of year) 4,274.9 3; 750 
Off-shore Deposits 28,947.0 20,601 


External Debt Service 838.3 N.A. 

External Debt Outstanding (end of year) 3,822.9 4,000.0 

Debt service as % of export of goods 28.0 N.A. 
and nonfactor services 

Central Government Current Revenues 2703767 1,082.5 

Central Government Current Expenditures 1,510.1 1,672 


Panama _ Canal 
Number of Oceangoing Transit 12,087 12,228 
Total Cargo (Millions Long Tons) 143..3 150.8 
Tolls Revenue (Millions $) 326.4 331.0 


Gross Income flow to Panama from Canal 
Area USG Agencies 532 560.5 
U.S. Economic/Military Assistance 32e7 12.0 
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Panama’s economy is in a deep recession. GDP in 1988 could drop 10 
to 15 percent overall ($500 to $750 million), and some predict a 
much larger drop, with declines of up to 15 to 30 percent occurring 
in the construction, manufacturing, tourism, retail sales, fishing, 
and government sectors. Regime economic mismanagement and 
continuing repression are the principal causes for this collapse; 
U.S. sanctions have played a much smaller, but visible, role. GDP 
growth in current dollars for 1987 was 0.4 percent overall, adjusted 
for inflation, with lower economic activity in the second half of 
the year offsetting earlier 1987 gains. Panama’s deepening 
recession is in part linked to a liquidity crisis in the banking 
sector resulting from a depositor run on the banks following the 
illegal dismissal of President Eric Arturo Devalle on February 26. 


The depositor run resulted in a general bank closure from March 4 to 
May 9. General license banks are now open, but severe restrictions 
on cash withdrawals of demand deposits and a freeze on certificates 
of deposits and savings withdrawals remain in place. The National 
Bank of Panama and the National Savings Bank have low cash reserves 
and very minimal liquid resources. As a consequence, the government 
has monetized checks as a means to effect salary payments to 
government employees. These checks are negotiable for limited 
purposes, but are primarily used for commercial transactions and for 
making payments due the government and its centralized agencies. 


The government’s fiscal situation is in shambles. In December 1987, 
the Legislative Assembly, concerned about potential massive layoffs 
of government employees and a lack of adequate financial resources 
for implementation, rejected the government’s 1988 budget 
presentation. As a result, the 1988 budget remains at 1987 levels 
on paper. The government, with a debt of $4 billion at the end of 
1987, defaulted to its foreign commercial bank lenders in March 1988 
and also on a $40 million Japanese yen-denominated bond issue. 
Especially after expelling the U.S. Agency for International 
Development (USAID) in December 1987, the government has virtually 
no resources in 1988 for implementation of a capital development 
progran. 


General Noriega’s federal indictments in February 1988 on 
drug-related charges and the illegal dismissal of President Delvalle 
exacerbated the most serious political and economic crisis ever in 
U.S.-Panamanian relations. Besides suspending economic and military 
assistance, the U.S. Government has eliminated Panama’s sugar export 
quota for 1988 and Panama’s eligibility for the Caribbean Basin 
Initiative and Generalized System of Preferences benefits. 
Furthermore, the U.S. Government is holding in escrow U.S. 
Government payments to Panama specified under the 1977 
Carter-Torrijos Treaties. In addition, U.S. businesses and 
individuals may not make certain tax and other trade-related 
payments to the Panamaian Government as a consequence of U.S. 
Executive Order 12635 of April 8, 1988. Because of illiquidity in 
the banking sector and virtually no new loan authorizations and the 
absence of funds for a government capital development program, no 
new major export opportunities currently exist in Panama for 
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American businesses. However, trade activity in the Colon Free 
Trade Zone continues to be of importance to many U.S. and foreign 
businesses and overall trade between the United States and Panama 
will remain important for Panama. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Panama’s gross domestic product (GDP) in 1987 (at current prices) 
was $5,203.1 million, up 1.4 percent from 1986 or 4 percent when 
adjusted for inflation. Per capita GDP amounted to about $2,102. 
Real growth for 1987 occurred in all sectors of the economy except 
for two: 


MAIN COMPONENTS OF GDP (1987) 


Percent of Total Growth (%) 
Finance and Real Estate 14:7 5.7 


Government Services 

Commerce, Restaurants, and Hotels 
Agriculture 

Panama Canal 

Manufacturing 

Pipeline 

Construction 

Colon Free Zone 

Utilities 

Other Transport/Communications 
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Depending on future events, GDP in 1988 is expected to drop 10 to 15 
percent in 1988 ($500 to $750 million) with declines conservatively 
of up to 15 to 30 percent expected in the construction, 
manufacturing, tourism, fishing, retail sales, and government 


sectors. With such a drop the economy would fall to 1984-85 GDP 
levels. 


Banking: At the end of 1987, the total assets in the 120 financial 
institutions operating in Panama dropped to $24.5 billion, down 
$15.8 billion from the $40.3 billion registered in 1986. Some 8,000 
individuals were employed in Panama’s banking sector, a drop of 900 
employees over the previous year. As a consequence of the political 
crisis, a depositor run on the 12 locally owned Panamanian banks and 
on government banks occurred between July and September 1987. The 
banking system and lack of credit available to the private sector 
has precipitated a decline in many economic activities. Major banks 
which closed their operation in Panama include First Chicago Bank, 
Bankers Trust of New York, Republic National Bank of New York, 
Paribas (French), BANESPA (Brazilian) and Swiss Bank Corporation 
(Overseas) S.A. Bank of America has transferred its multibillion 
dollar Latin American offshore banking operations to California, and 
American Express Bank International is moving most of its off-shore 
bank operations to the Cayman Islands. Both, however, continue 
their local general license banking operations. 


A second and more serious banking crisis was precipitated in 1988 as 





- 5 - 


a consequence of the unconstitutional dismissal of President Eric 
Arturo Delvalle on February 26. A depositor run on the locally 
owned and government banks resulted in a decision by these banks not 
to open to the public on March 1. A depositor run on other general 
license banks caused several to run out of cash on March 3. On the 
evening of March 3, the private banking association decided that the 
banks would not open to the public until March 4 because of the 
depositor run. The government Banking Commission declared an 
indefinite bank holiday beginning March 4. International license 
only banks (offshore), however, continued their operations, but 
behind locked doors. The bank closing coincided with a general 
strike in opposition to the government, initially fostering the 
misimpression the banks were closed in observance of the strike. 

The failure of the banks to reopen when the initial strike ended 
prompted a more wide-spread 2-week nationwide general strike from 
March 21 to April 4. 


Besides the political crisis, the situation of the National Bank of 
Panama (BNP) was complicated by a much-publicized New York judicial 
order freezing $50 million in BNP accounts in four New York banks. 
This was done at the request of the legitimate Panamanian President 
Eric Arturo Delvalle. On April 11, under the International 
Emergency Economic Powers Act, President Reagan ordered all 
Panamaian Government assets in the United States frozen. 


The Banking Commission authorized general license banks to open and 
receive deposits only beginning April 18 (but behind locked doors). 
Additional operations were authorized beginning April 26 and full 
service operations to the public were authorized, with restrictions 
on cash withdrawals, beginning May 9. The BNP has been unable to 
resume its function as a multilateral clearing and settlement house 
for domestic check-clearing transactions. As a consequence, check 
settlements between the local banks have occurred on a bilateral 
basis since April 27. 


The following restrictions remain in effect for demand deposits: 1) 
For deposits on record March 3, the account holder can withdraw up 
to 25 percent of the outstanding balance, up to $10,000 a month. 2) 
For deposits made after April 18, 100 percent may be withdrawn. In 
practice, however, banks limit the amount of cash available for 
withdrawls. As a consequence, drawdowns on most new deposits in 
accounts result through check drafts. Savings account holders may 
withdraw only 5 percent of the outstanding balance, or a maximum of 
$50 a month. Because of low government reserves, cash withdrawals 
at the BNP were not resumed until June 15 and then only for a 
maximum of $500 monthly. The Banking Commission continues in effect 
(thru September 6) a regulation requiring a mandatory rollover of 
all cash on time deposits at an interest rate. On June 2 the 
Banking Commission approved the issuance of a new financial 
instrument backed by time-deposits. These certificates, called 
CEDIS, are intended to circulate for limited commercial transactions. 


Pipeline: Operation of the pipeline has been virtually unaffected 
by the political crisis and ensuing sanctions. Flow-thru in 1987 
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increased to 596,838 barrels per day from the 572,000 recorded in 
1986. Flow-thru in 1988 and 1989 is expected to stabilize at 
550,000 barrels per day due to increased consumption of Alaskan 
crude in California and increased use of pipelines in the 
Continental United States. Certain accounts of Petroterminal de 
Panama, S.A. (60 percent ownership by two U.S. companies, 40 percent 
ownership by the Government of Panama) have been frozen in the 
United States since U.S. economic sanctions were imposed March 11. 


Construction: As would be expected, the construction sector is most 
seriously affected by the continuing liquidity crisis in the local 
banks and the economic downturn. Construction activity fell 6.6 
percent overall in 1987, and for the Panama City and San Miguelito 
area, actual construction only reached $156.2 million. Construction 
in 1988 may be off 40 to 50 percent from 1987 levels. Incomes of 
435,000 workers normally employed in this sector are being adversely 
affected by the decline. A resolution of Panama’s political 
problems would restart many suspended construction projects. 


Manufacturing: The manufacturing sector represents only 9 percent 
of Panama’s GDP. It is oriented primarily to supplying the domestic 
market. Food processing represents the largest component of the 
sector, although clothing, the beverage and tobacco industries, 
petroleum products, chemicals, and construction materials are also 
important. This sector may be down 20 to 30 percent in 1988 due to 
decreased demand and lack of lines of credit for manufacturers. 


Commerce and Tourism: Wholesale trade in 1987 dropped 1.8 percent; 
retail trade dropped 2.3 percent, and hotel and restaurant activity 
dropped 3.1 percent. Small and medium-sized retail businesses are 
being particularly hard hit by the economic recession in 1988. Many 
businesses are reducing or consolidating their operations and 
slashing expenses to stay afloat. Others have stopped importing new 
products to cut inventories and have had to lay off employees. 
Seriously affected by the bank closing and March general strike, 
retail trade is off 20 percent in 1988. Tourist arrivals for 1988 
continue significantly below 1987 levels. The U.S. Department of 
State has had in effect a travel advisory for Panama at various 
times during the past year due to the arrest and harassment of U.S. 
diplomatic and military personnel. 


Panama Canal: Panama Canal toll revenues grew 1.4 percent, and 
total cargo was up 6.7 percent during calendar year 1987. For 1987, 
total oceangoing transits rose to 12,228, total cargo to 150.8 
million long tons, and toll revenues to $331 million. The average 
toll for an oceangoing commercial ships transiting the Canal was 
$27,160. Transits through the Canal in 1988 continue uninterrupted 
despite Panama’s internal political crisis. 


During January-May 1988 oceangoing transits reached 5,338 (up 215 
over the corresponding period for 1987); toll revenues reached 
$145.1 million (up $9.5 million), and total cargo reached 66.1 
million long tons (up $5.5 million). The average toll paid from 
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January-May was $26,940. Tolls are paid in advance, approximately 
24 hours before a ship’s transit of the Canal. The largest toll 
ever paid in the 74-year history of the Canal occurred on January 
21, 1988, with the transit of the luxury liner Queen Elizabeth II. 
The ship paid a $106,782 toll. As noted on the table of Key 
Economic Indicators, the Panama Canal Commission expects slight 
increases in all categories in 1988. 


Agriculture: This sector registered an impressive 8.2 percent 
growth in 1987. Principal agricultural production for the 1987-88 
agricultural cycle is as follows: rice production increased 8.3 
percent to 3,732,000 quintals; corn production increased 9.1 percent 
to 1,200,000 quintals; sorghum production increased 27.6 percent to 
569,000 quintals; onion production increased 26.5 percent to 167,000 
quintals; melon production increased 8.7 percent to 784,000 
quintals; coffee production increased 15.9 percent to 270,000 
quintals, but potato production dropped 7.7 percent to 422,000 
quintals. The total value of coffee exports, however, dropped 
considerably due to the decline in the international price of 
coffee. Wheat for the production of bread continues to be 100 
percent imported; Panama is also a net importer of corn. An Embassy 
survey of May 1988 indicates there are ample food stocks to cover 
the demands of the basic family food baskets at least through 
September of this year. Considering the current reduced demand for 
certain foods and the effort of the government in the Food 
Contingency Plan, it is possible that there will be adequate 
availability of most foods, with some assistance by Caritas, which 
has relief programs at many Roman Catholic churches, as well as by 
other local relief agencies. Sugar exports totaled only $16.1 
million in 1987 and will fall even further in 1988 with the U.S. 
suspension of the sugar quota for Panama. 


Fishing: The fishing production in 1987 was 107,936 metric tons, up 
25,483 MT over 1986. Shrimp, anchovy, and scallop exports to the 
United States exceeded $100 million. Due to changed climatic 
conditions, production and exports in 1988 may drop 20 to 30 
percent. Anchovy production may be off 80 percent. 


Wages and Labor: In 1987 the total economically active population 
numbered 770,472 or 57.8 percent of the total population over the 
age of 15. Employed workers, numbering about 681,141, were 
distributed in the following sectors of the economy: 


Sector Percent of Total 
Agriculture, Forestry, and Fishing 26.6 
Government and Community Services 

Commerce, Restaurants and Hotels 

Manufacturing and Mining 

Transportation and Communications 

Construction 

Finance, Insurance, and Real Estate 

Panama Canal Area 

Electricity, Gas, and Water 

Other 

TOTAL 





Unemployement was estimated by the government at 11.6 percent for 
1987, up from the 10.2 percent registered at the end of 1986. 
(Unofficially, however, it is acknowledged that unemployment by some 
working definitions may approach 20 percent nationwide). Official 
statistics place underemployment at an additional 9.7 percent of the 
country’s potential work force. Panama’s current economic crisis 
has left thousands of Panamanian workers without jobs. Thousands 
more, who are still officially employed, are receiving only a 
portion of their previous income. This is especially true for 
professionals who are actively seeking jobs abroad. Most Panamanian 
workers do not fit the classic description of "unemployed," even 
though they are technically without work or salary. They are 
somewhere on a wide spectrum of unemployment and underemployment, 
ranging from extended vacation, part-time/part-salary, leave without 
pay, work without pay and permanent layoff. Given the current 2.16 
percent rate of population growth, and because of the serious 
economic recession under way, unemployment is now for all practical 
purposes, at the 20 percent level. Underemployment may be 
approaching a third of the work force. Deep contraction of the 
economy in 1988 will also dampen prospects for the 23,000 to 25,000 
new job seekers entering the labor force. 


Given the country’s low rate of inflation, Panama’s minimum wage 
scale is infrequently adjusted upward. In February 1983, the 
metropolitan area minimum wage was set at 78 cents per hour, but 
this represents less than half the actual average hourly earnings in 


industry. Actual hourly earnings approximate $1.77, with about 40 
percent of this amount representing fringe benefits. The monthly 
average salary in the private sector is more than $425. Salaries in 
Panama, particularly white-collar salaries, are significantly higher 
than those found in neighboring countries. About 17 percent of 
those employed are members of labor unions. Literacy in the total 
work force is high, about 88 percent of the population. 


Inflation: Since Panama is a dollar economy, growth in prices is 
generally linked to that of the United States. Inflation in Panama 
was only 1 percent in 1987. Wholesale prices increased 3.7 
percent. However, a modest increase in these indices (2 to 3 
percent) is expected for 1988. 


Foreign Trade: Panama’s merchandise exports rose 3.7 percent in 
1987, with increases registered for bananas and petroleum products. 
Imports fell 5.2 percent, due principally to the declining value of 
crude oil shipments and reduced demand due to the economic downturn 
in the second half of the year. Export performance for 1988 will be 
mixed, with declines in shipments of sugar and coffee being offset 
by modest increases in the export of bananas, petroleum products and 


melons. Due to reduced internal consumption, 1988 imports will fall 
sharply. 


Colon Free Zone total trade turnover increased 3.2 percent in 1987 
to a record $4.5 billion, spurred by modest economic improvement 
throughout the hemisphere, particularly increased consumer demand in 
Colombia and Venezuela. Trade turnover for the first 4 months of 
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1988 was down 8.1 percent, and year end totals probably will be down 
more than 10 percent. The banking situation is making it difficult 
for establishments to obtain letters of credit or other credit 
facilities. When orders being received now are sold, inventories 
will only be partially replaced. 


Canal Area Income to Panama: The estimated total income to Panama’s 
economy from U.S. Government activities in the Canal area 

in 1987 (Panama Canal, U.S. Forces, and Smithsonian Tropical 
Research Institute) was $525 million, a 1.3 percent increase over 
1986. The largest component, wages and salaries paid to non-U.S. 
citizen employees (13,079) amounted to $217.6 million, while 
procurement of goods and services totaled $113.7 million (up $21.5 
million). Canal Treaty payments during 1987 ($78.2 million) were 
about $500,000 less than in 1986. For the first quarter of 1988, 
Canal area income for wages and salaries paid to non-U.S. citizens 
employees (13,103) was $53.2 million. Since March 1988, the United 
States has been making payments for tolls and other Carter-Torrijos 
Treaties related payments to an escrow account in the New York 
Federal Reserve Bank for the Government of President Eric Arturo 
Delvalle. 


Public Sector Debt and Government Finances: The Panamanian 
Government is in declared or virtual default to all lenders, foreign 
and domestic. Its public sector debt at the end of 1987 stood at 
$3.9 billion, two-thirds owed to foreign commercial banks and 
one-third to foreign governments and international financial 
institutions. Part of Panama’s debt problem stems from a 
long-standing need to finance planned fiscal deficits. Fiscal 
policy is particularly crucial here since Panama uses the dollar as 
its currency and has no capital controls or currency reserves. As a 
result, the government has virtually no ability to make monetary 
adjustments to steer the economy. When the government began its 
stabilization program in 1983, the public sector deficit was 10.7 
percent of GDP. Although this figure was reduced to 1.2 percent in 
1986, the fiscal deficit increased to perhaps 5 percent in 1987, 
taking into account a roll-over agreement reached with foreign 
commercial banks in August 1987 on interest owed. Only about 
one-third of programmed capital expenditures for 1987 were actually 
made. Because the government lacked the political will to reform 
the Social Security System, the Minister of Planning announced the 
cancellation of the World Bank Structural Adjustment Loan (SAL- II) 
in December 1987. The Legislative Assembly in December 1987 
rejected the government’s 1988 budget presentation because of 
concern that the budget, even as amended, would result in layoffs of 
government employees and because the government failed to specify 
sufficient resources to implement the budget. As a consequence, the 
1988 budget, at least on paper, continues, at 1987 levels. In 
February 1988, the cabinet considered 20 recommendations to reverse 
the government’s fiscal deficit, but these recommendations were 
never presented to the Legislative Assembly for action. 


Although the government continued talks with the foreign commerical 
banks concerning a further moratorium beyond mid-march 1988, the 
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intensification of the political crisis derailed the possibility of 
further serious financial discussions. In March the government 
defaulted on both a $40 million yen-denominated bond issue to the 
Japanese and on payments to foreign commercial banks. Finance 
Minister Orville Goodin commented in a press conference May 11 that 
the government currently has no plans to initiate talks on its 
delinquent foreign debt. Since 42 percent of the central 
government’s budget is programmed for amortization of the debt, 
default on all obligations means since March that the government has 
been devoting virtually all of its financial revenues to meeting 
civilian and military payrolls and to day-to-day operations. Due to 
the economic and political crisis, actual central government 
revenues for 1988 may be off by 30 percent. 


Prior to the closure of the banks on March 4, approximately 95 
percent of National Bank of Panama (BNP) checks were cashed in BNP 
and National Savings Bank (NSB) branch offices. With the closure of 
all banks, no check cashing was possible. As a consequence, BNP 
government checks began issuing payroll and pension checks in 
several denominations, and began distributing multiple checks to 
employees and pensioners. These checks continue to be accepted in 
the Panamanian economy for commercial transactions including payment 
of rent, grocery purchases, and payment of debts to the government, 
such as taxes and utility bills. The government has cashed limited 
amounts of checks for the military and retirees at specially 
designated locations. While the banks reopened to the public on 
April 18 with rigid withdrawal restrictions, the BNP and NSB did not 


open for cash withdrawals because of a governmentwide cash shortage 
and low government reserves. As a consequence, since the bank 

"reopening," the government still has in effect its payroll system 
of multiple-denominated checks. Even the government banks lack the 
capability to cash government checks. On June 15, the BNP resumed 


operations for depositor cash withdrawls, but only for a maximum of 
$500 monthly. 


Total U.S. economic and military assistance to Panama in FY87 was 
cut to $14 million: $84 million in economic assistance, $3.6 million 
in military assistance, of which $618,000 was for military 

training. In a Foreign Ministry Note dated December 1, 1987, the 
government expelled the USAID Mission from Panama. New economic 
assistance and Panama’s sugar quota have been suspended under Public 
Law 100-202. However, the Panamanian Embassy’s Development Affairs 
Office provides about $1.1 million annually in funding directly to 
students attending school in the United States under the Central 
American Peace Scholarship and other scholarship programs. Other 


economic programs for Panama (Eximbank, OPIC, GSM 102) have been 
suspended by U.S. law. 


Implications for the United States: The United States is Panama’s 
single most important trading partner, receiving one-third of 
Panama’s exports and supplying two-thirds of Panama’s imports. 
According to U.S. Department of Commerce trade data, total trade is 
about $1.1 billion yearly, including goods passing through the Colon 
Free Trade Zone. U.S. exports to Panama include a wide variety of 
capital goods, including machinery and transportation equipment, raw 
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and shrimp-processed materials for industry, agricultural 
commodities, consumer goods, chemicals and related products. Panama 


ships bananas, shrimp, melons, coffee, brooms, mops, tobacco and 
clothing to the United States. 


CBI and GSP trade benefits for Panama were suspended on April 9, 
1988, under U.S. trade law, which authorizes suspension of these 
preferences for countries which have not cooperated fully with the 
United States and have not taken the necessary measures to control 
the traffic of drugs. In addition, as a result of the sanctions 
announced April 8, 1988, U.S. businesses and individuals may not 


make certain tax and other trade-related payments to the Panamanian 
Government. 


: Given the severe economic crisis in Panama 
and lack of government revenues available for financing development 
projects, total capital expenditures in 1988 may be only several 
million dollars at best. While the government still has pending 
funding requests for infrastructural development projects, often 
with the assistance of international financial institutions such as 
the World Bank and the Inter-American Development Bank (IDB), it has 
had difficulty finding internal resources to support such projects. 
Since Panama is now in default with these institutions, funding from 
international agencies may difficult, if not impossible, in 1988. 


We see little opportunity for any major projects in the near future, 


with the possible exception of those funded by financial assistance 
from foreign governments. In addition, the Government of Panama has 
shown itself increasingly willing to waive competitive bidding 
procedures over the past year. Finally, any contracts awarded by 
the government which require payments by U.S. companies, would 
likely be prohibited under the U.S. Treasury Department’s Panamanian 
Transactions Regulations published June 3, 1988. 


As of the date of this report, there are more than eight bills 
pending before the Panamanian legislature which would affect trade. 
For the most part, these proposals look for uncoordinated short-term 
goals to help out the economy, with little thought to long-term 
effects on Panama’s stability. Some of the proposed legislation, if 
enacted, would have a major impact on the way that business is done 
in Panama. These laws might, inter-alia, impose a moratorium on 
certain debts owed, prohibit imports of any products which can be 
produced in Panama, and change the agreements governing agency and 
distributorship. These bills are currently being debated in the 
appropriate Legislative Assembly committees, and it is unlikely that 
any will be passed in their existing form. Nevertheless, the 
current regime has given itself wide powers and can accomplish many 
of the same goals through executive order, should the laws not 
emerge from the legislature. These proposals are designed in part, 
to overturn the economic reforms implemented under the World Bank’s 
Structural Adjustment Loan program, and will result in increased 
domestic protectionism. 


Investment Climate: The near-term potential for investment in 





- 12 - 


Panama is extremely poor. Lack of confidence in the political 
situation and scarcity of local capital make such ventures 
problematical. Nevertheless, the Government of Panama continues to 
welcome foreign private investment and has demostrated its 
commitment by providing tax and other incentives, particularly for 
export industries. The Panamanian Institute for Foreign Trade 
(which absorbed the functions of the National Investment Council) 
provides potential investor-targeted studies, fields 
investment-seeking missions, and expedites project applications and 
authorizations. It also actively promotes exports at international 
trade fairs and through other means. New Overseas Private 
Investment Corporation programs/guarantees have been suspended under 
U.S. Public Law 100-202 of December 1987. 


The U.S. Department of Commerce reported that U.S. investment in 
Panama totaled $4 billion at the end of 1987. Some of this amount 
represents offshore investment in U.S. subsidiaries registered in 
Panama. The Embassy estimates an asset value of about $1.5 
billion. This investment is concentrated in petroleum refining and 
pipeline activities, agriculture, fishing, food processing, aiso 
banking, finance and related services. New investors must 
realistically look at the partially operational national banking 
system and the absence of U.S. programs. 


The most promising investment opportunities in Panama appear to lie 
in the areas of agriculture and agro-processing (e.g., Panama’s 
rapidly expanding shrimp farming industry, specialty fruits and 
vegetables, and cut flowers), light assembly operations (such as 
electronic equipment), and clothing. Projects in the underutilized 
forestry and mineral sectors may also be worth investigating. Due 
to its serious fiscal problems, the government is trying to generate 
revenues through the sale of several remaining state enterprises (a 
citrus plantation, several sugar mills) and railroad scrap metal. 


For Further Information: The U.S. Embassy in Panama, in cooperation 
with the Departments of Commerce, Agriculture, and State in the 
United States, stands ready to assist exporters, investors, and 
others from the United States interested in broadening 
U.S.-Panamanian commercial and investment relations. Those in the 
United States should make the nearest Department of Commerce 
district office their first point of contact. In addition to 
providing general briefing materials, the district office trade 
specialists can field specific requests for information using the 
Agent/Distributor Service (ADS), credit reports on individual 
Panamanian importers or prospective agents (WTDR), recent market 
research studies, and guidance on upcoming trade exhibitions, trade 
missions, technical seminars, and catalog exhibitions. The country 
specialists for Panama in the Department of Commerce’s International 
Trade Administration, the Department of State, and the Foreign 
Agricultural Service (USDA) can also be valuable sources of 
assistance. Business visitors to Panama are invited to make an 
appointment to meet with the U.S. and Foreign Commerical Service 
Officer assigned to Panama, and/or Embassy’s Economic Officers. 
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These offcers are prepared to offer all appropriate assistance, 
including suggesting possible appointments and contacts, and 
providing background information on commercial and economic issues. 
The Embassy is located on Avenida Balboa y Calle 38--mailing 
address: Box E, APO Miami 34002, telephone: (570) 27-1777. The 
Commercial Section is located in the Torre Miramar Building, Sixth 
Floor, Balboa at 37th Street, one block from the Embassy. In 
addition we recommend potential investors and traders to contact the 
Office of Foreign Assets Controls, U.S. Department of Treasury, 
Washington, DC 20520, Telephone: (202) 376-0408, for current 


information on the applicability of U.S. economic sanctions toward 
Panama. 











International Trade Administration/US&FCS District Offices 


ALABAMA 


*Birmingham—Rm. 302, 2015 2nd Ave. North, 
Berry Bldg., 35203 (205) 731-1331 


ALASKA 

Anchorage—701 C St., P.O. Box 32, 99513, 
(907) 271-5041 

ARIZONA 

Phoenix—Federal Bldg. & U.S. Courthouse, 
230 North Ist Ave., Rm. 3412, 85025, (602) 
261-3285 

ARKANSAS 

Little Rock—Suite 811, Savers Fed. Bldg., 
320 W. Capitol Ave., 72201, (501) 378-5794 
CALIFORNIA 

Los Angeles—Rm. 800, 11777 San Vicente 
Bivd., 90049, (213) 209-6707 

Santa Ana—116-A W. 4th St., Suite #1, 
92701, (714) 836-2461 

San Diego—6363 Greenwich Dr., 92122, 
(619) 557-5395 

* San Francisco—Fed. Bidg., Box 36013, 450 
Golden Gate Ave., 94102, (415) 556-5860 
COLORADO 

* Denver—Rm. 119, U.S. Customhouse, 
721-19th St., 80202, (303) 844-3246 
CONNECTICUT 

* Hartford—Rm. 610-B, Fed. Office Bldg., 
450 Main St., 06103, (203) 240-3530 
DELAWARE 

Serviced by Philadelphia District Office 
DISTRICT OF COLUMBIA 

¢ Washington, D.C.—(Baltimore, Md. Dis- 
trict) Rm. 1066 HCHB, Department of Com- 
merce, 14th St. & Constitution Ave., N.W. 
20230, (202) 377-3181 

FLORIDA 

Miami—Suite 224, Fed. Bidg., 51 S.W. First 
Ave., 33130, (305) 536-5267 

© Clearwater—128 North Osceola Ave. 33515, 
(813) 461-0011 

¢ Jacksonville—3100 University Blvd. South. 
32216, (904) 791-2796 

¢ Orlando—75 East Ivanhoe Blvd., 32804, 
(305) 425-1234 

¢ Tallahassee—Collins Bidg., Rm. 401, 107 
W. Gaines St., 32304, (904) 488-6469 
GEORGIA 

Atlanta—Suite 504, 1365 Peachtree St., N.E., 
30309, (404) 347-4872 

Savannah—120 Barnard St., A-107, 31402, 
(912) 944-4204 

HAWAII 

Honolulu—4106 Fed. Bidg., P.O. Box 50026, 
300 Ala Moana Bivd., 96850, (808) 541-1782 
IDAHO 

* Boise—(Denver, Colorado District) State- 
house, Room 113, 83720, (208) 334-9254 
ILLINOIS 

Chicago—1406 Mid Continental Plaza Bldg., 
55 East Monroe St., 60603, (312) 353-4450 

* Palatine—W.R. Harper College, Algonquin 
& Roselle Rd., 60067, (312) 397-3000, x-532 

¢ Rockford—5S15 North Court St., P.O. Box 
1747, 61110-0247, (815) 987-8100 

INDIANA 

Indianapolis—357 U.S. Courthouse & Fed. 
Office Bidg., 46 East Ohio St., 46204, (317) 
269-6214 


* DENOTES REGIONAL OFFICE WITH SUPERVISORY REGIONAL RESPONSIBILITIES 
¢ DENOTES TRADE SPECIALIST AT A BRANCH OFFICE 


IOWA 

Des Moines—817 Fed. Bidg., 210 Walnut 
St., 50309, (515) 284-4222 

KANSAS 

¢ Wichita—(Kansas City, Missouri District) 
River Park Pl., Suite 565, 727 North Waco, 
67203, (316) 269-6160 

KENTUCKY 

Louisville—Rm. 636B, U.S. Post Office and 
Courthouse Bldg., 40202, (502) 582-5066 
LOUISIANA 

New Orleans—432 World Trade Center, No. 2 
Canal St., 70130, (504) 589-6546 

MAINE 

¢ Augusta—(Boston, Massachusetts Dis- 
trict) | Memorial Circle, Casco Bank Bidg., 
04330, (207) 622-8249 

MARYLAND 

Baltimore—415 U.S. Customhouse, Gay and 
Lombard Sts., 21202, (301) 962-3560 
MASSACHUSETTS 

Boston—World Trade Center, Suite 307 
Commonwealth Pier Area, 02210, (617) 
565-8563 

MICHIGAN 

Detroit—1140 McNamara Bidg., 477 Michi- 
gan Ave., 48226, (313) 226-3650 

¢Grand Rapids—300 Monroe N.W., Rm. 409, 
49503, (616) 456-2411 

MINNESOTA 

Minneapolis—108 Fed. Bidg., 110 S. 4th St., 
55401. (612) 348-1638 

MISSISSIPPI 

Jackson—328 Jackson Mall Office Center, 
300 Woodrow Wilson Blvd., 39213, (601) 
965-4388 

MISSOURI 

*St. Louis—7911 Forsyth Blvd., Suite 610, 
63105, (314) 425-3302-4 

Kansas City—Rm. 635, 601 East 12th St.. 
64106, (816) 426-3141 

MONTANA 

Serviced by Denver District Office 
NEBRASKA 

Omaha—11133 “O” St., 68137, (402) 221- 
3664 

NEVADA 

Reno—1755 E. Plumb Ln., #152, 89502, (702) 
784-5203 

NEW HAMPSHIRE 

Serviced by Boston District Office 

NEW JERSEY 

* Trenton—3131 Princeton Pike Bldg. 6, 
Suite 100, 08648, (609) 989-2100 

NEW MEXICO 

Albuquerque—517 Gold, S.W., Suite 4303, 
87102, (505) 766-2386 

NEW YORK 

Buffalo—1312 Fed. Bldg.. 111 West Huron 
St., 14202, (716) 846-4191 

* Rochester—121 East Ave., 14604, (716) 
263-6480 

New York—Fed. Office Bldg.. 26 Fed. Plaza, 
Rm. 3718, Foley Sq.. 10278, (212) 264-0634 
NORTH CAROLINA 

* Greensboro—324 W. Market St., P.O. Box 
1950, 27402, (919) 333-5345 

NORTH DAKOTA 

Serviced by Omaha District Office 


OHIO 

* Cincinnati—9504 Fed. Office Bldg., 550 
Main St., 45202, (513) 684-2944 
Cleveland—Rm. 600, 666 Euclid Ave., 44114 
(216) 522-4750 

OKLAHOMA 

Oklahoma City—5 Broadway Executive Park, 
Suite 200, 6601 Broadway Extension, 73116, 
(405) 231-5302 

¢ Tulsa—440 S. Houston St., 74127, (918) 
581-7650 

OREGON 

Portiland—Rm. 618, 1220 S.W. 3rd Ave., 
97204, (503) 221-3001 

PENNSYLVANIA 

Philadelphia—9448 Fed. Bidg.. 600 Arch 
St., 19106 (215) 597-2866 

Pittsburgh— 2002 Fed. Bidg., 1000 Liberty 
Ave., 15222, (412) 644-2850 

PUERTO RICO 

San Juan (Hato Rey}—Rm. 659-Fea. Bldg., 
00918, (809) 753-4555 

RHODE ISLAND 

* Providence—(Boston, Massachusetts Dis- 
trict) 7 Jackson Walkway, 02903, (401) 
528-5104, ext. 22 

SOUTH CAROLINA 

Columbia—Strom Thurmond Fed. Blidg., 
Suite 172, 1835 Assembly St., 29201 (803) 
765-5345 

© Charleston—17 Lockwood Dr., 29401, (803) 
724-4361 

SOUTH DAKOTA 

Serviced by Omaha District Office 
TENNESSEE 

Nashville—Suite 1114, Parkway Towers, 404 
James Robertson Parkway, 37219-1505, 
(615) 736-5161 

*Memphis—555 Beale St., 38103, (901) 
§21-4137 

TEXAS 

* Dallas—Rm. 7AS, 1100 Commerce St., 
7§242, (214) 767-0542 

* Austin— P.O. Box 12728, Capitol Station, 
78711, ($12) 472-5059 

Houston—2625 Fed. Courthouse, 515 Rusk 
St., 77002, (713) 229-2578 

UTAH 

Salt Lake City—Rm. 340 U.S. Courthouse, 
350 S. Main St., 84101, (801) 524-5116 
VERMONT 

Serviced by Boston District Office 
VIRGINIA 

Richmond—8010 Fed. Bidg.. 400 North 8th 
St., 23240, (804) 771-2246 

WASHINGTON 

Seattle—3131 Elliott Ave., Suite 290, 98121, 
(206) 442-5616 

¢ Spokane—P.O. Box 2170. 99210, (509) 
456-4557 

WEST VIRGINIA 

Charleston—3309 Fed. Bldg.. 500 Quarrier 
St.. 25301. (304) 347-5123 

WISCONSIN 

Milwaukee—Fed. Bldg.. U.S. Courthouse, 
517 E. Wisc. Ave., 53202, (414) 291-3473 
WYOMING 

Serviced by Denver District Office 





You might be, if you don’t have current, -up-to-date 
information on the countries to which you are mar- 
keting. Overseas Business Reports and Foreign 
YOU Economic Trends and their Implications for the 
United States offer country-by-country reports 


EXPORTING a ee nn you need to succeed in over- 
BLINDFOLDED? _ SvereasBusiness Reports ost 


bring you detailed infarmation on overseas trade and 
investment conditions and opportunities. They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 
information on: 


@ trade patterns @ transportation 

@ industry trends @ trade regulations 

@ distribution channels @ market prospects for 

@ natural resources selected U.S. products 

@ population @ finances and the 
economy 


The OBR World Trade Outlook Series gives you a 


twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 
Implications for the United States 


focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 
@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 
@ pinpoints the economic and financial conditions of 
the country, and how they could affect U.S. 
overseas business 
@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 
U.S. Department of Commerce e International Trade Administration 


A TTT TS ST 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


] Credit Card Orders Only 
Enclosed is $____ ©) check, ac 
C1) money order, or charge to my oS Total charges $______—__—~F ill in the boxes below. 


Deposit Account No. Credit 


eo mee) Se. COO 


\ Expiration Date 
Order No. Sie de Month/Year Laks 


Enter my subscription to: O Overseas Business Reports $14 per year ($17.50 overseas) For Office Use Only 
O Foreign Economic Trends at $55 ($68.75 overseas) cece nig 


Company Name 


WEGUeeeseeteeseeeenanenre? cuenta 


Individual s Name— First Last 
co | 


| 1 Subscriptions 
Ltbedo dob 1) FS eee Postage 





Street address 


| Ae Ry ol | | Foreign handling 


| Bess MMOB 
City Fer ; State ZIP Code OPNR 
Libba bd bbb bof PL Le Noe Oe san 
(or Country) ; UPNS 


bee Discount 


PLEASE PRINT OR TYPE Retund 








